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CONCURRINGSTATE~

OF
CO;\L\1ISSIO~l:R A.t."1>REW C. BARREn

Re: Joint Audi( of .-\meritech Telephone Companies. Consent Decree and Consent Dc:cree
Order

This Joint Audh and Consent Decree covers transactions in 1992 between Ameritech
Operating Companies (AOes) and nonregulated. management I!Id suppon affiliate Ameri(ech
Services. Inc. (ASI). The pUfl)Ose of this audit was to determiD&: whetber Ameritcch was in
compliance with the Commission's affiliate transaCtion rules. and the joint auditors found:
(1) problems with the lack of documentation to suppon ASI cost allocations to affiliates. and
(2) discrete findings of misallocations. The senlemem i,reement under the consent decree
has achieved substantial ac:couming improvementS sought by me joint aUditors. and requires
Ameritech to employ an outside auditor to evaJuate compliance with terms of the decree
within cwo years (ollowing tbe agreement. Amerirech also has agreed [0 make voluntary
payments to the United Scares Treasury. as well as to the states of Wisconsin and Ohio.

I suppon (his action addressing serious accouming problems by AOCs as revc:altd in
the course of the Joiru Audit. which may have resulted in COSt misallocations associated with
ASl services. It is necessary to emphasize. however, that this audit report tlnds no ratepayer
harm. even if the misalloca~ions were corrected. due the AOCs' practice of seuing prices
below their price cap level.' I do not disagree with this Consent Decree to the extent that
Am~mech has agreed to this scltlement. I concur. hO\Never. because I question the: intrusive
purpose of including monetary payments in this settlemem agreement despite the laCK of
harm to ratepayers. I am concemec1 dlat the Joint Audifs fmdings are focused specifi'llly
on a fa.ilure to provide documenralion. which are most appropriarely addressed by procedural
requirem.:nts and 5ubsequem aUdits. Given that this Decree is nOl pursued as an eniorcemen[
action. and correcting for me misallocations would lead to no rare reductions for ratepayers.
[ do not bel ieve that a further requirement of monetar)' payments is appropriate in this
instance.
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Before the
FEDERAL COMMUNICATioNS COMMISSIOl\

Washington, D C. 20554

In the Maner of

Ai\1ERlTECH TELEPHONE
COMPANIES

Public Release of Information
Obtained during loint Audit

)
)

)

)

)

)

)

AAD 95·74

FCC 95·222

MEMORANDUM OPINION AJ.'ID ORDER

Adopted: June 9. 1995 Released: June 23. 1995

By me Commission: Commissioner QueUo concurrmg in the result; Commissioner Barrett
concurring and issuing a sutement.

I. INTRODUCTION

1. By this Memorandum Opinion and Order. we release to the public certain
financial infonnation obtained jointly by Commission and sULe regulatory agency auditors during
a joint federal/sure audit "of the Amentcch Telephone Operating Companies' ("AOes")
;rai"l,Saclions with their affiJiate. Ameritech Services, Inc. ("ASY"). The information to be
released is contained in the Joint Audit Report package prepared by the joint audit team at the
audir's conclusion. Pursuant to Section 220m of the Communications Act of 1934. as
amended. 1 we release this 10im Audit Repon package co the public. Although this wiH disclose
informa.tion the joint audit team obtained from Ameritech. we emphasize that we are nor
adopring the Joint Audit Report package or endorsing the analysis and conclusions in It.

II. BACKGROUND

2. The audit examined transactions between the AOCs and their ASI affiliate
oc~urring from 1989 [0 1992. The audit team's objective was to detetmine compliance with the
Corrunisslon's affiliate transactions rules. as codified in 47 C.F.R. § 32.27, which prescribe
federal accounting requirements for recording transactions between rel\1lated carriers and their
nonregulated affiliates on the carriers' regulated books of account.

I 47 U.S.C. § 220(0.



3. At the audit's conclusion. the audit ream prepared a Joim Audit Report package
that contains the following (l) me joim audit report: (2) Amerirech' s response co the joint audic
report:: and (3) the audit team's Reply Comments. The joint audit repon: and Reply Comments
provide the audit team's final conclusions regarding the audit. Americech does not object to
release of the Joint Audit Report package.)

III. DISCUSSION

4. Section 220(f) of the Corrununicacions Act prohibits Commission personnel from
disclosing publicly' factS and informacion obuined during an audit, absent a Commission or coun
order. This Commission does not routinely publicly release audit reports prepared by
Commission staff,· Under the circumstances of this joint audit. however. \.lie believe that it is
ir. the public interest [0 disclose to the public the Joint Audit Report package. The loim Audit
Rcpcr: and Reply Comments within that package set forth the ~udit learn's final conclusions
:-egarding rhis joint audit. Publication of those conclusions will enable the pUblic to learn about
the Joint audit process and its inherent benefitS. which we believe are substantial By combining
the expertise of federal and SLue agencies. joint audits enable both this Commission and the state
commissions to use their auditing resources more effectively. Joim audits can also ensure that
this Commission and the states act consistently in the pursuit of conunon goals and ideals. For
example. here, the joint audit team reviewed ..~meritech·s accounting for affiliate transactions.
This is a maner of muroal federal·sute concern that could become the SUbject of other
investigations or actions by this Commission and its state coumerparu. Lastly. disclosure will
alert interested persons, including customers, [0 the audit team's conclusions and thuS promote
funher scrutiny to the benefit of ratepayers and the public. Accordingly, we disclose (0 the
?l.iOlJC the Joim Audit Report package.

..
Following initial consultacions wilh Amerilec:h, the audit lcam mid~ revisions lO the draft audil repon [hat

th.e tcllJt\ reI[ were warranted. Thereafter. on OCtober 28, 1994. the audit team forwardeci the draft audit r~pon to

Ameritcc:h for ils final comments and any identific1tion of proprielary information. The audit leam asked Amel'ilcch
to tile these comrnencs on or before November 18. 1994. afterward e~lendin, the deadline 10 Novembcr 18. 1994.
In $pite of Ibis e~tenSioD. Amerirccb did nOI flIe its comments UIltll December 16, 1994, AllbaUgh the audit team
c:on$iclered thai A.mer1tecn bad been afforded ample opponunlry 10 file within the declared limeframe. the tam
decided lhllt il would be impractiealto ignore Amerilecb's filiDg whicb was subsequently revi5ed during senl~menl

M:goliacions With me audit leam.

~ :n .il ,;onCUnCtil aCliOD, the Commission has adopted a Consent Decree by which me parties agree to resolve
L~e issues identified in the JOinl A.udit Repon paclca,e throush a settlement isrcemCnl. Pursuanl [0 thal seulement
agreemerll. Amcr1lech bas consemed 10 the release of the Joint Audit Rcpon package. ~ Consent Decree Order.
FCC 95- . released June 23. 1995 (ColUent Decree).

•~ National E~ch.ange Camer Ass'n, Request for Colliidcnrial Treatmenl of Cenain Financial Informarion.
M~morll!dum Opinion and Order,S FCC Red 7184,7185. n.IS (1990) (Commission's genera! policy is lO preserve
confidential SUNS of audit reportS); Martha H. Platt. OD Request (or Inspection of Records. MemOrandum Opinion
and Orelcr. 5 FCC Rcd 5742.5743. n.S (1990).
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5. We emphasize mat in disclosing this information, we are nor adopting any portion
of the package or endorsing any of the a~lysis or conclusions contained in it.

IV. ORDERDIG CLAUSES

6. Accordingly. IT IS ORDERED. pursuant to Section 220(f) of the Communicadons
Ace of 1934, as amended. 47 U.S.C. § 210(f). that WE HEREBY DISCLOSE [0 the pUblic
certain financial information obtained during the joint audit of [he Ameri[ech Telephone
·)perating Companies and their affiliate. Amerirech Services. Inc.

FEDERAL COMMUNICATIONS COMMISSION

Willimt F. Caton
Acting Secretary

•
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CONCUR.RrNG STATEMENT
OF

CO~l'nSSIO~"ER A-'\"DREW C. BARRETT

Re: Joint Audi( of :o\meri[~ch Telephone Companies, Consem Decree and Consenr Dr:l;n~e

Order

This Joint Audit and Consent Decree covers transactions in 1992 between Ameritech
Operating Companies (AOeS) and nonregulated. management and suppon: affiliate Ameritech
Services. Inc (ASI). The purpose of this audit was to determine whether Ameritech was in
compliance with the Commission's affiliate transaction roles. and the joint auditors found:
(1) problems u:ith the lack of documentation to suppOrt ASI cost allocations to affiliates, and
(2) discrete findings of misallocations. The senJemenc agreement under the consent decree
has achieved substantial accounting improvements sought by the joint auditors, and requires
Amerilech to employ an outside auditor to evaluate compliance with terms of [he decree
within two years following the agreement, Ameritech also has agreed (0 make volunL1ry
payments [0 the United States Treasury. as well as to the states of Wisconsin and Ohio.

! suppon this action addressing serious accounting problems by AOCs as rev~aled in
the c.ourse of the Joint Audit. which may have resulted in cost misallocations associated. with
.-\Sl services. It is necessary to emphasize. however. that this audit repon finds no ratepayer
harm. even if the misallocations were corrected. due the AOCs' practice of setting prices
below their price cap level. .- I do not disagree with this Consent Decree to the extem that
A.merltech has agreed [0 this settlement. [concur, however. because I question (h~ intrusive
purpose of inclUding monerary payments in this settlement agreement despite the l<lck of
harm lO ratepayers. I am concerned that the Joint Audit's findings are focused specifically
on a fallure [0 prOVide documentation, which are most appropriately addressed by procedural
requirerr.:ms and subsequent audits, Given that this Decree is not pursued as an enforcement
action. and correcting for the misallocations would lead to no rate reductions for ratepayers.
I do not believe that a further requiremem of monetary payments is appropriate in this
i~ance.
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